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Here  is a framework  for analyzing  the current  financial  state  of
a country's  transport  sector,  identifying  and  measuring  the seri-
ousness  of financial  problems,  and identifying  options for im-
proving financial performance  and mobilizing revenues for
maintenance  of transport  infrastructure.
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Heggie and Quick present a methodological  *  Fuel prices were out of line with those in
framework for reviewing the financial perform-  adjoining countries, encouraging smuggling and
ance of government agencies responsible for  inefficient use of fuel.
.ranspon.I
Transport enterprises were operating
They apply this framework in a detailed case  without clear f nancial objectives.
study in Tanzania (the transpon infrastructure -
particularly the road network - of which is  *  The financial affairs of these enterprises
seriously run down) and on desk studies in 14  were being supervised by a ministry that lacked
other countries. Their findings:  the expertise and authority to do so effectively.
* Revenue administration in Tanzania was  Heggie and Quick outline the steps recom-
weak.  Only half of the airport user fees and road  mended to strengthen financial performance and
user charges were collected.  describe how their methodology can be used to
prepare multiyear forward programs that can be
* The structure of user charges was unduly  linked to the net cash flow to/from)  govem-
complicated.  ment.
* Expenses were not well contrnlled.
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1.  This paper attempts  to develop a methodological  framework  for
reviewing  the financial  performance  of government  transport  agencies.  The
framework might be  used  to undertake a  free-standing  review of  sector
performance,  to supplement  the  analyses  included  in regular  sector  reviews,  or
to  provide  the  basis  for  the  sectoral  chapter  of a Public  Expenditure  Review.
2.  The paper is divided  into three  parts.  The first  describes  the
methodological  framework  developed  during  the  course  of a financial  review  of
the  transport  sector  in  Tanzania,  and  explains  the  kinds  of issues  and  proposed
solutions  identified  during  this  review  1/,  the  second  extends  the  framework  -
- on the  basis  of desk  studies  --  to fourteen  other  countries;  while  the  final
section  draws  conclusions  regarding  the  general  applicability  of the  framework.
1  Tanzanias Financial  Performance  of the  Public  Transport  Sector,  Rpt.  No.
7610-TA,  January  1989.2
I.  TANZANIA  CASE  STUDY
1.  Obiectives
3.  This  review  was  undertaken  to  address  the  seriously  run-down  state
of the  transport  sector  in Tanzania  and, in  particular,  the  poor condition  of
the  road  network.  In  1987,  over  60  percent  of  the  paved  main  road  network  and
75  percent  of the  unpaved  network  were  classified  as being  in Opoor'  condition;
this  not only increased  transport  costs,  but  was also  beginning  to  hamper  the
movement  of  agricultural  products  in  the  countryside.  In  response  to  this  state
of affairs,  the  government  prepared  a  National  Transport  Policy  Document  which
listed  amongst  its  policy  goals:  (i)  improving  financial  performance  and  cost
recovery  in  the  transport  sector;  and  (ii)  increasing  the  allocation  of  resources
for  road  maintenance  and  rehabilitation.  In  a further  document  prepared  for  the
Transport  Sector Donor's  Conference  held in December,  1987, the government
estimated  that  about  $210  million  would  need  to  be spent  over  the  next  five  years
on road  maintenance  and  rehabilitation  to  raise  to 70  percent  the  length  of  the
main road network  classified  as being in good condition. Following  detailed
studies,  this  estimate  was later  raised  to $850  million. Once  the  network  had
been  rehabilitated,  there  would  furthermore  be  an  on-going  requirement  for  funds
to  maintain  the  road  network  in  a stable  long-term  condition.
4.  The  main  questions  posed  for  the  review  were  thus:  (i)  what  was the
current  financial  state  of the  government  transport  sector;  (ii)  where  did  the
problems  lie  and  how serious  were they;  and (iii)  what  could  be done  to  improve
financial  performance  and, in particular,  to mobilize  sufficient  revenues  to
maintain  the  main  road  network  in a stable  long-term  condition  (accepting  that
the  overall  question  of "affordability'  might  require  that  some  parts  of  the  main
road  netws,^-  ba abandoned,  or transferred  to local  government).
2.  Methodological  Framework
5.  The  first  task  was to  devise  some  way  of  assembling  and  summarizing
the  financial  performance  of  the various public agencies comprising  the
government  transport  sector.  This was not an easy task, since the sector3
includes  roads  and  airports  (operated  as government  departments  as  part  of the
Ministry  of  Com-unications  and  Works  [MCW]),  ports,  railways  and  an  airline  (all
operated  as free-standing  parastatalse2  supervised  by MCW) and a group of
regional  trucking  companies,  a  shipping  line,  an  urban  bus  company  and  an inter-
urban  bus  company  (operated  as parastatals  under  the  umbrella  of the  National
Transport  Corporation,  a  holding  company  also ;upervised  by  MCW).  The  task  was
accomplished  by  assembling  annual  financial  statements  for  government  departments
(roads  and  airports)  and  collecting  annual  statements  --  containing  Profit  and
Loss statements  and Balance  Sheets  --  for  the remaining  agencies  operated  as
parastatals.  Figures  were generally  assembled  for at least six years --
including  the  most  recent  unaudited  accounts  --  and  were  checked,  converted  into
a standard  format  and  entered  into  a  Lotus  spread-sheet.
6.  The  second  task  was  to  compress  this  information  into  annual  summary
tables  ro illustrate  the  overall  financial  performance  of the  sector  and  show
what impact  it  had  on the  government's  overall  fiscal  balance. The  format  used
is illustrated  in  Tables  1 and  2.  Table  1 refers  to  1985/86  (when  the  rate  of
exchange  was $1.00  - Tsh  19),  while  Table  2 refers  to 1986/87  (after  the  rate
of exchange  had fallen  to $1.00  - Tsh  52). The  tables  thus  show  what  happened
to the  sector  during  the  course  of a major  currency  devaluation.  Among  other
things,  the tables  were designed  to illustrate  the following  features  of the
sector's  financial  performance:
(i)  Towards  the  bottom  of  the  Profit  & Loss  summary  is  an item  entitled
'Shortfall  of Regular  Maintenance.  This is  not a cash item,  but
represents  the  notional  shortfall  between  the  amount  which  should
have  been  budgeted  for  maintenance  and  the  amount  actually  allocated
for it by the government.  The figure  aesumes  that assets  are
adequately  maintained  at the  start  of the  year  and only  refers  to
shortfalls  in *regular'  maintenance  and not  to any needs for
rehabilitation,  or deferred  maintenance.
2  In  Tanzania,  public  util;,ties  are  referred  to as parastatals.4
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(ii)  Shortfall of regular  maintenance  is only shown foi roads and
airports. No comparable  item is shown  for  parastatals,  although
the  main  body  of the  report  did  present  an estimate  suggesting  that
the overall  deficit  of these  enterprises  would  have increased  by
roughly  7 and  13 percent  respectively  in 1°85/86  and  1986/87,  had
an estimate for  "shortfall  of maintenance"  been included  for
parastatals.  In principle,  the  estimates  could  have  been  included
explicitly  in the  tables.
(iii)  The  upper  half  of  the  tables  show  the  Profit  and  Loss  statements  of
public  transport enterprises  and  the  ensuing aggregate net
profit/(loss;. However,  it does not show  how these losses  were
financed.  This is shown  in the lower  part of the tables  which
present  a summarized  financing  statement.
(iv)  The  summarized  finanm.  sig  statement  --  and  the  associated  changes  in
working  capital  --  show  how  the  ensuing  deficits  were  financed.  The
changes  in  working  capital,  the  decrease  being  almost  entirely  due
to an overall  fall  in  current  assets  and/or  an increase  in  current
liabilities  (the  enterprises  insisting  on settlement  of accounts
receivable,  while  deferring  payment  of their  own  bills)  illustrate
how the  overall  size  of the  profit/(loss)  carried  forward  from  the
Profit  and  Loss statement  can  be reduced  by forcing  suppliers  to
finance  part  of  the  enterprise's  current  operations.  The  financing
statement  then shows how much of the deficit  was  financed  by
government  (in  the  form  of equity  and  loans)  and  how  much  by other
financing  instruments.  By  looking  at  the  loan  schedule  in  the  annual
report  of  each  enterprise,  it  is  also  possible  to  establish  how  much
is  being  financed  through  instruments  which  carry  government
guarantees  (e.g.  foreign  loans  and  lines  of  credit)  which  represent
off-balance  sheet  commitments  for  the  ge-srnment.
(v)  The  final line in  the tables shows the  link between sector
performance  and  the  governments'  overall  fiscal  balance.  It  consists7
ofs  the  net  surplus  of  government  departments,  plus  taxes  paid,  less
subsidies  and  the  shortfall  of regular  maintenance,  less  government
grants  and  loans  to transport  enterprises.
The tables  thus summarize  the  overall  financial  performance  of the  sector  and
link  it  --  via  the  cash  flow  To/  (From)  Government  --  to  the  government's  overall
fiscal  balance.
3.  seina  the  Framework  For  Diagnostic  Purposes
7.  In tne case of Tanzania,  the framework  was used to examine  the
following  three  features  of sector  financial  performance:
(i)  Performance  of  Government  Departments
The  performance  of the  roads  and  civil  aviation  departments  can  be
summarized  in  terms  of  the  following  figures  extracted  from  the  tables  (in  Tsh,
million):
1985186  1986/87
Revenue  2,090  (10Z)  4,032  (121)
Expenditure  1,504  (6X)  2,484  (61)
Contribution  to  General  Revenues  586  (3Z)  1,548  (5Z)
Note:  Figures  in  brackets  show  the  amounts  as  a  percentage  of
total  government  current  revenues/expenditures.
8.  The  figures  show  that  user  charges  --  particularly  road  user  charges
--  accounted  for  about  10-12  percent  of government  current  revenues  in 1985/86
and  1986/87  and  were thus  a  major  source  of  government  current  revenues. This
is not unusual,  as is illustrated  by the figures  presented  in Table  3 for  14
other countries;  road user charges as a percentage  of government  current
revenues  vary from  a low of 3.8  percent  in Ethiopia  and  Tunisia,  to hights  of
15.9  percent  in Costa  Rica and  25.3  percent  in  Argentina. On the  other  "land,
road  expenditures  in  Tanzania  are  lower  than  revenues  and  only  account  for  about
6 percent  of total  current  expenditures. As a result,  there  is  a significant
surplus  of revenues  over  expenditures  amounting  to  about  3-5  percent  of8
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government  current  revenues  (equlvalent  to about $30  million).  The overall
conclusLon  Ls  thus that user charges in Tanzania,  particularly  road user
charges,  are  a significant  source  of government  current  revenues  and  also of
general  tax  revenues.
(ii) Performance  of  Transport  Enterprises
The corresponding  performance  of transport  enterprises  can be
snmmarized  in  terms  of the  following  figures  (in  Tsh,  million)t
1985/86  1986/87
Net  Profit/(Loss)  (2,752)  (1,889)
Net  Taxes/(Current  Subsidies)  paid
to goveranent  37  867
Changes  in  Working  Capital  (2,653)  1,653
Government  Capital  grants/Loans  164  4,820
9.  This  presents  an  interesting  picture.  In  1985/86,  these  enterprises
incurred  a net loss of Tsh 2,752  million (equivalent  to about  $145 million)
which improved  slgnificantly  in 1986/87  to a loss  of Tsh  1.889  million  (about
$37  million). The substantial  loss  in 1985/86  nevertheless  had little  impact
on the government's  overall  fiscal  balance.  The government  received  Tsh 37
million  in taxes  and  paid  out  Tsh  164  million  in  capital  grans;/loans;  the  net
outflow  from  government  was thus  a  mere  Tsh  127  million  (less  than  $7  million).
The enterprises  financed  their  deficits  during  the year by not paying  their
bills and running  down uorking  capital  to the extent  of Tsh 2,653  million
(nearly  $140  million);  accounts  payable,  and  arrears  in payments  due on long
term loans,  increased  significantly  during  the  year.  Such  action  can  have a
serious  impact  on the financial  performance  of other  enterprises  and on the
banking  sector.
10.  However, working capital cannot be  used  to  finance current
operations  indefinitely  and in 1986/87  the government  had to step in with a
major  infusion  of equity  capital,  grants  and loans  to pay off the short  term
debts  of these  enterprises. This  shows  up  clearly  in  the  figures  for  1986/87:10
working capital  was rebuilt  and the government  supplied  Tsh 4,820  million
(nearly  $100  million)  in new capital.
11.  The  tables  therefore  illustrate  the  importance  of  examining  changes
in the  balance  sheets  of transport  enterprises  to understand  how they  finance
their  net losses. It also shows  how, via changes  in  working  capital,  their
initial  financial  difficulties  can  result  in  a  reduction  of  working  capital  and
hence in indirect  impacts on the financial  performance  of other economic
sectors.
(iii)  Overall  Financial  Balance
12.  The  final  four  lines  of the  tables  show  the  sector's  impact  on the
government's  overall  fiscal  balance.  It  has  been  presented  "with*  and  'without'
the estimated  shortfall  of regular  maintenance.  When this shortfall  is
included,  the  overall  drain  on the  government's  fiscal  revenues  rose  from  2.5
percent  of total  current  revenues  in 1985/86  to a staggering  17.4 percent  in
1986/87;  the  deficit  in this latter  year amounted  to Tsh 5,755  million (over
$110  million). When the shortfall  of maintenance  is excluded  (i.e.  when the
figures  relate  onl3  to  the  cash  obligations  of government),  the  overall  balance
shows  a  positive  figure  of  2.1  percent  of  total  current  revenues  in  1985/86,  but
still  shows  a deficit  of 7.3  percent  in  1986/87  (equivalent  to a cash  outflow
from  government  of Tsh  2,405  million,  or  over  $46  million).
13.  The  above  figures illustrate  two  important points.  First,
governments  frequently  cut maintenance  expenditures  --  particularly  road
maintenance  --  to  help  balance  the  budget  during  periods  of fiscal  stringency;
in Tanzania,  road  maintenance  was  cut  in  both  nominal  terms  as  well as  in real
dollar  terms and the shortfall  in regular  maintenance  went up from Tsh 950
million  (about  $50  million)  in  1985/86  to  Tsh  3,300  million  (about  $63  million)
in 1986/87.  Second, even when road expenditures  are cut back, the poor
financial  performance  of the transport  sector  can still  represent  a serious
drain  on the  government's  overall  fiscal  revenues.11
4.  Identifying  Specific  Problems
14.  Preparation  of the  above  tables  focussed  attention  on a number  of
issues  which  were  adversely  affecting  financial  performance.  Although  many  were
specific  to  Tanzania,  a  number  were of a  generic  nature  and  appeared  likely  to
affect  financial  performance  in other  countries  as well.  The general  issues
included  the  following:
4.1  Government  Departments
ti)  Revenue administration  was  weak.  The  civil  aviation
department  and the  Treasury  were only  collecting  about  half
the airport  user fees payable  during  1985/86.  The former
department  only  collected  about  30 percent  of air  navigation
charges  and 63 percent  of landing  and parking  charges;  the
latter  agency  was only collecting  about 51 percent  of the
passenger  service  departure  fees.  The  balance  of the  user
fees  were being avoided,  evaded,  or were disappearing  into
other people's  pockets.  The same applied to road user
charges;  apart  from fuel  taxes (collected  as an excise  tax
from the oil companies),  collections  rarely exceeded 50
percent  of the  amounts  payable. An analysis  of the  marginal
tax  rates  for  imported  vehicles,  likewise  showed  a  consistent
(linear)  increase  in  evasion  as  marginal  tax  rates  were  raised
(see  Fig.  1).
(ii)  The review  of user charges  showed  that their  structure  was
unduly  complicated  and  that there  were numerous  ambiguities
and inconsistencies  in the published  tariffs (this  clearly
contributed  to avoidance,  evasion  and  leakage).
(iii)  It became  clear  that  expenditures  were not  well controlled.
For  example,  maintenance  of trunk  roads  (costing  roughly  $30
million  p.a.)  was controlled  by  MCW's  Control  Unit;  the  unit
only had four Controllers,  with one part-time  vehicle,  to
control  spending  in 20  regions.TAX AVOIDANCE:
VEHICLE  IMPORT  DUTIES  a/
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(iv)  Fuel prices  were significantly  out of line with those in
adjoining  countries,  both at the official  as well as at the
parallel  exchange  rates. The  price  of diesel  fuel  was only
two-thirds  of  the  price  in  Kenya  at  the  official  exchange  rate
and only one-third  at the  parallel  rate.  This  was causing
inefficient  use  of fuel  and  encouraging  smuggling.
4.2  Transport  Enterprises
15.  These  enterprises  suffered  from  many  of :.he  same  problems  affecting
all  public  enterprises  in  developing  countries: poor  record  keeping,  shortage
of accountants,  poor expenditure  controls,  accounts  subject  to large  ex post
adjustments,  etc. These  are  nevertheless  facts  of life  in  a  developing  country
and  the  Government  was  working  actively  with the  local  accounting  community  to
improve  matters.  There  were,  however,  two further  factors  which  appeared  to
adversely  affect  financial  performance.  First,  the  Boards  of  Directors  of  these
enterprises,  with some notable  exceptions,  contained  too few people  with a
commercial  background  and a sound  knowledge  of finance,  while second,  the
enterprises  lacked  clear  financial  objectives  and  this  was compounded  by being
nominally  supervised  in their financial  affairs  by MCW.  This ministry  was
essentially  a construction  agency  and lacked  the expertise  and authority  to
effectively  supervise  the  financial  performance  of these  enterprises.
5.  Developing  Potential  Solutions
16.  Identification  of the  problems  outlined  in section  4 was followed
by development  of potential  solutions  as follows:
5.1  Government  Departments
It  was suggested  that:
(i)  Revenue  administration  by the civil  aviation  department  might  be
improved  by collecting  the  passenger  service  departure  charge  from
the airlines  (a  common  practice  in N. America  and  Europe)  and  by
turning  the operation  of airports  into a separate  operating  unit
accounting  for  its  activities  along  regular  commercial  lines.  Among
other  things,  a  commercial  accounting  framework  would  introduce  the14
concept  of *accounts  payable"  into the financial  statements  of
airports which  would  enable  the  government to  monitor how
effectively  user fees  were collected.  It  was estimated  that  the
above  changes  could  raise  the  revenues  collected  from  the  passenger
departure  service  charge  from  the  current  level  of 51 per  cent  to
nearly  100  per  cent  and  raise  revenue  collections  from  other  airport
charges  from  30 and  63  per  cent  respectively  to  about  90  per  cent.
In the longer  term,  it was also suggested  that  airports  might  be
reconstituted  as a free-standing  parastatal.
(ii)  In the  case  of road  user  charges,  MCW should  be required  to  prepare
an annual report  on revenue  collections  for submission  to the
Ministry of  Finance.  The  report should  identify revenues
collected/collectable,  costs  of collecting  the  revenue  and  provide
recommendations  for  strengthening  revenue  administration.  The  aim
was to provide  MCW with an incentive  to press  for  more effective
revenue  collection.
(iii)  Road  user  taxes  could  be  improved  by simplifying  the  tax  structure,
abolishing  unenforceable  taxes  (for  example,  on the  sale  of second
hand vehicles)  and lowering  marginal  tax rates (the latter,  to
improve  overall  collection  rates).
Uiv)  Fuel  prices  should  be equalized  with those  in Kenya,  initially  at
the  official  exchange  rate (over  5 years),  and eventually  at the
parallel  exchange  rate (over  10 years).  However,  since it is
difficult  politically  to simply  raise  fuel  prices,  the  review  urged
the  government  to  initiate  consultations  with  interested  parties  to
help  reach  a  consensus  on  the  need  for  such  action. To  assist  with
this process,  the review  included  a suggested  Draft  Consultation
Document  (the  draft  is attached  to this  paper  as  Attachment  1).15
The potential  impacts  of these,  and other suggestions,  were summarized  in a
series  of financing  plans.  The financing  plan for roads is included  for
illustrative  purposes  as Table  4.
5.2  Transport  Enterprises
17.  In the case of transport  enterprises,  the solutions  were more
complex  and  it  was consequently  suggested  that  the  government  should  initiate
consultations  with  interested  parties  --  mainly  public  transport  enterprises  and
the  chambers  of commerce  --  with a view  to issuing  a  White  Paper:  (i)  clearly
setting  out  government  policy  towards  these  enterprises;  (ii)  defining  financial
objectives;  (iii) setting agreed financial  targets;  and  (iv) establishing
procedures  for  strengthening  financial  discipline  and  monitoring  performance.
In  this  connection,  it  was  suggested  that  the  consultations  should,  among  other
things,  address  the  following  issues:
ti)  What degree of  financial  and management  authority should the
enterprises  enjoy?
(ii)  What should  be the  role  of their  Boards  and  what authority  should
they  exercise?
(iii)  How should  the Boards  be appointed  and  which interests  should  be
represented  on them  ex officio?
(v)  Is  there  a  need  to  revise  the  capital  structure  of  these  enterprises
after devaluation  (the port authority  had no properly  approved
capital  structure)?
(vi)  How  should  assets  be  depreciated  to  ensure  the  enterprises  generated
sufficient  cash  flow  to replace  assets?
(vii)  Should any controls  be  exercised  over borrowing arrangements,
including  use  of involuntary  supplier  credit?
(viii)  Which indices  of performance  should  be set for these  enterprises
(rate  of return  on  assets,  operating  ratios,  etc.),  how  should  they
be monitored  and  what sanctions/inducements  might  be attached  to
facilitate  compliance?
(ix)  What  role  should  MCW (or  Ministry  of  Finance)  perform  regarding  the
management  and  monitoring  of these  enterprises?16




Revenues  1985/86  1986/87  1987  Plan
H.V.  Taxes  and  Licenses  72.11  99.56  94.74  150.00  (a)
M.V. registration  tax  8.04  8.54  12.66  13.00  (b)
H.V.  transfer  tax  36.20  38.15  55.28  10.00  (c)
M.V.  road license  55.74  55.74  105.58  150.00  (d)
Road  toll  tax  122.88  137.63  156.08  - (e)
Transport  licensing  fees  15.83  17.34  30.13  6.00  (f)
Import  Duties  & Sales  Taxes
________________________________
Gasoline  (premium)  C  C  C  C
Gasoline  (regular)  (  684.30  (  C  C  7,809.00  (g)
Diesel  fuel  20.63  C  C  (
Motor  Vehicles  555.42  C  3,500.00  C  6,000.00  2,100.00  (h)
M.V. spare  parts  214.56  (  C  700.00  (j)
Other  items  211.28  5  C  750.00  (b)
…__________  -----------  -----------  -----------
Total  Revenue  1,996.99  3,856.96  6,454.47  11,688.00
Expenditure:
Expenditure  on roads  1,337.09  2,191.81  2,652.71  7,953.00
Contribution  to General
Taxation  659.90  1,665.15  3,801.76  3,735.00
…__________  -----------  -----------  -----------
Total  Expenditure  1,996.99  3,856.96  6,454.47  11,688.00
nmmama  _UUWWWW=fi  .ftnmmnmm  _mm  mam--
Shortfall  of Regular
Maintenance  (950.00) (3,300.00) (5,300.00)  -
inMMWWUUi  WWWW ammm  mina_  _aM
Notess (a)  Collection  efficiency  improved  through  better  monitoring  and revised
tax structure.
(b)  No change.
(c)  Present  tax  replaced  by requirement  to re-register  the  vehicle  at  half the
standard  registration  fee.
(d)  Collection  efficiency  improved  through  better  monitoring.
(e)  Proposed  to be eliminated  due to  poor  collection  performance.
(f) Present  tax  replaced  by  nominal  licensing  fee  to cover  collection  costs
only.
(g)  Tax increased  by TSh  5,300  million.
(h)  Revenue  increased  by lowering  tax  rates  to reduce  discretionary  exemptions
and avoidance.
(j)  Revenue  increased  by reducing  sales  tax  levels  to discourage  avoidance.17
(x)  What institutional  strengthening  might  be needed  to ensure  MCW --
or  any  other  designated  ministry  --  could  discharge  the  above  duties
effectively?
It  is  not  easy  to  conduct  such  contsultations.  The  process  involves:  preparation
of an initial  consultation  document  (outlining  the scale  of the  problem  being
addressed  in  the  consultations,  summarizing  the  options  available,  setting  down
what the  government  is  willing  to do to improve  matters,  and  then  setting  out
the substantive  issues to be discussed  during the consultation  process),
orchestrating  the consultations  themselves  and, based  on the results  of the
consultations,  drafting  the  ensuing  White  Paper  summarizing  the government's
policy  and clearing  the  way for the changes  in laws and legislation  --  and
reform  of the  institutions  --  needed  to implement  the  new policy. In  view  of
this  complexity,  it  was suggested  that  the  government  might request  technical
assistance  to finance  a secretariat  to  help it  to  undertake  the  consultations.
6.  Multi-Year  Programming
18.  The work  in  Tanzania  stopped  short  of  the  extended  analysis  normally
undertaken as  part of  a  fully-fledged  public expenditure  review.  The
methodological  framework  nevertheless  lends  itself  to such an analysis  and
provides  an ideal way of examining  the inter-action  between sector level
strategies/expenditures  and  the  impact  these  have  on the  overall  macro-economic
resource  envelope. For  example,  Table  4,  the  Road  Sector  Financing  Plan,  shows
actual  revenues  and  expenditures  for  1985/86  and  1986/87,  budgeted  figures  for
1987/88  and a  generalized  one year Proposed  Financing  Plan.  In a public
expenditure  review,  the  latter  figure  would  generally  be replaced  by  a three  to
five  year forward  plan, showing  the likely  consequences  --  in more specific
temporal  terms  --  of  the  recommended  changes  in  proposed  expenditure  levels  and
revenue  mobilization.
19.  The same format could also have been applied to airports  and
transport  enterprises;  the  latter  might  have  been  treated  separately.  or  could
have  been  dealt  with  by  treating  separately  the  large,  problematical  enterprises
(for which specific improvements  had been recommended)  and combining  the18
remaining  enterprises  into  a broad  residual. The  individual  financing  plans  -
- or forward plans --  can then be fed back into the main framework tables to
produce  forward  estimates  of the  net  cash  flow  to/from  government.  Through  an
iterative  process,  the  sectoral  level  strategies  can  then  be revised/adapted  to
meet  the  macro  level  constraints  associated  with the  overall  resource  envelope.
7.  Conclusions  for  Methodoloay
20.  In the  case of Tanzania  the  above  methoaological  framework  proved
quite  helpful.  It: (i)  captured  the government's  attention  by showing  --  in
quantitative  terms --  the size of  the financial  problems affecting the
government  transport  sector; (ii) focussed  attention  on the causes  of poor
financial  performance;  (iii)  provided  a framework  within which to examine
options;  (iv)  emphasized  the importance  of identifying  clearly  the financial
implications  of  expenditure  plans;  and (v)  showed  the  linkage  between  sectoral
level  expenditure  decisions  and  the  macro-economic  fiscal  balance. One  aspect
of  the  review  was  nevertheless  not  satisfactory;  too  much  time  was  spent  in  the
field  assembling  financial  data  and  preparing  the  summary  tables. As a  result,
too  little  time  was spent  developing  options,  exploring  their  consequences  and
discussing  them with the government.  The following  section  examines  this
question  in  more  detail.19
II.  OTHER  COUNTRIES
1.  Obiective
21.  The  question  posed  by the  Tanzania  sector  study  was  whether  it  was
possible  to  prepare  the  above  summary  tables  on the  basis  of  a  desk  study  before
undertaking  any fieldwork. If this  was feasible,  it would  enable  the sector
mission  to: (i)  develop  a broad  understanding  of the  financial  performance  of
the  sector  before  starting  any  fieldwork;  and (ii)  spend  more  time  in  the  field
examining  options  and  discussing  their  implications  with  government  officials.
It was therefore  decided  to attempt  to assemble  summary  tables  for fourteen



















Source  notes  and  comments  on data  quality  are  attached  as  Annex  1.20
2.  Data  Collection  and  Sources
22.  The initial  work consisted  of collating  relevant  information
available  from  Bank  files  in  Washington,  reviewing  this  and  extracting  from  it
the  required  road  revenues  and  expenditures,  profit  and  loss,  balance  sheet  and
funds  flow  data,  and  pertinent  points  on  their  compilation.  In  the  main,  the
infonmation  sources  were  secondary  (Bank  reports  which  included  summaries  of
road  revenues  and  expenditures,  and  trading  and  balance  sheet  analyses)  rather
than  primary  sources  (government  accounts,  annual  reports  and  audited  accounts).
23.  This  initial  tranche  of  work  yielded  about  half  the  data  required.
Obtaining  the  remainder,  so  that  the  gaps  could  be  filled,  proved  to  be  a  slow
process  that  took  about  a  year. Some  of  the  data  were  obtained  direct  from  the
head  offices  of transport  enterprises,  although  most  was collected  by bank
personnel  on  mission  and  staff  from  the  Bank's  field  offices.  In  one  case,  a
consultant  was  used  to  collect  the  necessary  financial  data  in  the  field.
24.  Naturally  enough,  the  sources  of  data  regarded  as  the  most  reliable
were annual  accounts,  complete  with  notes  on accounting  policies  and the
compilation  of specific  items,  audited  by an international  firm  of public
accountants.  Unfortunately,  only  a  small  minority  of  the  figures  presented  in
this  report  have  been  extracted  from  such  ideal  sources.  Other  sources  used
consisted  of:
(i)  Audited  annual  accounts  without  explanatory  notes.
(ii)  Annual  accounts  audited  by the local auditor-general's
departments.
(iii) Draft  and  unaudited  accounts.
(iv)  Incomplete  accounts,  usually  consisting  of  a  profit  and  loss
account  only.
(v)  Financial  planning  and  budgeting  documents.
(vi)  Complete  or summarized  annual  accounts  quoted  in Bank  or
consultants'  reports.21
S.  Quality  of  Data
25.  The  varied  and  often  doubtful  sources  of  data  described  above  must
impc'se  severe  reservations  concerning  the  reliability  and  quality  of  much  of  the
data. Study  of  the  individual  reports,  accounts  and  other  documents  confirmed
this  and  revealed  particular  deficiencies  and  difficulties  in  interpretation.
The  main  ones  weres
(i)  It  was  not  always  possible  in  the  time  available  to  collect
complete  data  for  the  same  financial  year.
(ii)  Statements  of road revenues  and expenditures  were often
ambiguous  and  it  was  not  always  possible  to  identify  whether,
for  example,  all  taxes  and  user  charges  were  included,  or  had
been  adjusted  on the  grounds  that  part  of the  user  charge
represented  a  general  revenue  tax.
(iii)  There  were  many  cases  where  the  bases  of  depreciation  were
either  not  defined  or  appeared  not  to  reflect  asset  values.
There  were few references  to obsolescence  or replacement
costs.
(iv)  The  accounting  treatment  of  foreign  exchange  movements  varied
widely  and  in  some  cases  was  ignored.
(v)  Some  of  the  Latin  American  accounts  were  compiled  more  on  a
cash  than  on  an  accruals  basis  and  made  no  clear  distinction
between  capital  and  operational  expenditures.
(vi)  Only  in  a few  cases  was  there  a split  between  interest  on
government  and foreign  loans.  Similarly,  the source  of
additional  loan  capital  was  often  not  stated.  Some  foreign
loans  are  in  effect  concealed  in  the  accounts  in  that  the
borrower  is the government  which in time lends  to the
enterprise  in  local  currency.
(vii)  Sometimes  there  was  reference  to  government  subsidies,  but
these  were  not  quantified  in  the  accounts.  Their  rationale
was not always  clear.  Many  enterprises  are required  by
government  to  charge  uneconomic  rates  to  certain  categories22
of  users,  including  the  government  itself. Such  subsidies  by
the  enterprises  were  virtually  never  quantified.
4.  Conclusions  From  the  Numbers
26.  Comments  on the  sources  and  quality  of data  indicate  that  there  are
major limitations  on the conclusions  that can be drawn from the summarized
Financial  Statements,  Profit  and Loss Accounts  and Balance  sheets  collected
during  this study.  In particular,  the  difficulty  experienced  in assembling
figures  for similar  years,  the  widespread  gaps  in the information  obtained  on
subsidies,  the breakdown  of interest  payments  and the sourceslrecipients  of
current year additions  to, or repayments  of, loan capital  means that no
meaningful  attempt  can usually  be made on the  basis  of a desk study  only to
quantify  monetary  flows  between  enterprises  and  their  governments.
27.  Subject  to the  above  qualifications,  the  figures  nevertheless  show
that  ten  of  the  fourteen  highways  departments  examined  earned  a surplus  and  made
a  net  contribution  to  general  government  revenues  (nine  still  did  so  after  the
shortfall  of road  maintenance  had  been  taken  in  account)  and  in some  cases  the
contributions  were significant.  Of the  75 transport  enterprises  or groups  of
enterprises  examined,  26  recorded  profits  in  the  years'  accounts  analyzed,  while
49 recorded  losses.  The  financial  years  analyzed  ranged  from  82/83  to 87/88.
The  overall  financial  impact  of the  transport  sector  in  these  countries  on the
government's  overall  fiscal  balance  is summarized  in  Table  5.
28.  If realistic  depreciation  had been provided  in all accounts,  it
seems  probable  that some of the profits  would have become losses.  Hardly
surprisingly,  none  of  the  railways  were  profitable.  On  the  other  hand  airlines,
airports  and  ports  showed  a roughly  even  split  between  profit  makers  and loss
makers.  In only  six  of the  fourteen  countries,  did  the  aggregate  results  of
the  public  transport  sector  show  a profit. These  countries  were Philippines,
Thailand,  Argentina,  Colombia,  Costa  Rica  and  Tunisia.23
Table  S.  Su_mary ot  Fiscal  Flows  To  and  From  Governmnt  (a)
- ---------  -------------  -----  flnl
(U.S.  S,  million  (b))
I  Country  Road. (e)  I Aliports  I  Port  I Railway  I Airilnos  I Shipping  buslRd  Tpti
____  …  …_  I _____…____  I  ----------  ---- I  FRCA:  I  I  …I
blopio  1  (28.3)1  (4.4)1  15.4  1  (34)  ("  )1  0.0  -
hana  I  (9.7)1  (2.2)1  1  2 1  t7  7)1  .4  (14.E)1  0.0
Tenzana  1  (S1.4)  (9.2)1  17.1  (92.3)1  (1.)1  01  (1.S)1
jZaire  1  (49.7)1  f(0.4)1  (0.7)1  960  e.  I-. 
IASIA:  I  4  1  1  I
Tlndoneloa  4(".4)1  (12.2)1  (5  4)  (2906.)1  (112.0)1  (6.)I
lPhilippines  64.8  1  (17.7)1  0.  (.09)  0.° I  - _
Sri  Lanka  n.  1  l  t  9.  6  t4  I  (  ' 7'  (290.)1
Thallnd  1U.2.1  1  6  6  (4  1  *1.7  1  0I  _
I  1  ~~~~~~~~~~~~~~~~~~~~~~~~4.9
ILAC:
|Argentinn  I  1,641.7  I  - |  (9.6)1 (423.7)1  56.2  |  (14.0)1  -
IColombla  (2 .)1  (40.2)1  (360  (24.4)1  - I  .II
IC.t.  RIco  |  252  1  (0t1)1  a09  (2.5)1  .0  I  -l
IJamaca  '  23.6  I  (5.1)1  (0.3)1 (3.0)1  (4.1)1  '.1  '  - I
IE-  I  I  I  I  I  I  I  I IEMEMA:IIII  II
Algeria  1  ".?  1  96)  1  0  1  (112.t  1  1  0  12-8
Pakietan  31  1  0.  00  I  (  I.t  9.6  I  (10.3)1  0.6
iTuninin  I  26.9 1  1.6 I  1.9  I  (15.3)1  26.0 I  0.6  I  I
Notes:  (a)  Figures  eneorily  retor  to  different  yors.
(b)  Local  currency  amounts converted  into  U.S.  I  at  the  prevailing  exchange  rates.
(e)  Including  horth  ll  o  regular  mlantennce.24
5.  Scope  for  improving  Data  Quality
29.  Clearly,  if all the data had been extracted  from audited  annual
accounts  with full  explanatory  notes,  the  reliability  which  could  be attached
to the figures  would be greatly enhanced.  However,  this would not have
eliminated  such  grounds  for  reservation  as:
(i)  Badly  controlled  accounting  systems.
(ii)  Accounts  qualified  by the  auditors.
(iii) Inadequate  policies for treatment of  depreciation,  loan
amortization,  foreign  exchange  movements  and the impact  of
hyper  inflation.
(iv) The  concealment  of subsidies.
(v) The  lack  of breakdown  of interest  paid  as between  government
and  other  lenders.
30.  Even in developed  Western countries,  accounts-based  comparisons
between  different  enterprises  in  the  same  industry  pose  many  awkward  problems.
Where  the  comparisons  are  across  public  sector  enterprises  from  a broad  mix  of
developing  nations,  the  difficulties  are  magnified  appreciably.  These  could  no
doubt be  eased  somewhat through examination  of  accounting systems and
discussions  with chief  accountants  and  auditors.  This  could  be a lengthy  and
costly  procedure.
31.  Provided  a reasonable  degree  of cooperation  was assured,  perhaps
chief  financial  officers  could  be requested  to complete  a return  designed  to
elicit  cash  flow  data  central  to the  objectives  of the  exercise. In the  case
of roads, this would include the usual information  on road revenues  and
expenditures  (exclusive  of any  general  revenue  adjustments),  together  with an
estimate  (if feasible)  of the shortfall  in regular  road maintenance.  For
transport  enterprises,  it  would  include:
(i) total  revenue (showing clearly any  current government
subsidies)25
(ii) estimated revenue  lost due to government  imposed "social
obligations"  (e.g.  concessionary  fares)
(iii) total  working  expenses  (excluding  depreciation  and  other  items
which  do not  involve  cash  movements);
(iv) net interest  paid or received  (showing  clearly  how much is
paid to,  or received  from,  government);
(v)  local taxes paid  (e.g. corporate tax,  import duty  on
equipment,  etc.);
(vi) surpluses  transferred  to  government;
(vii) equity capital or  non  repayable grants subscribed by
government  during  the  financial  year;
(viii) increase/decrease  in  overdraft  or short  term  loans,  provided,
or guaranteed  by government;
(ix) increase/decrease  in long  term  loans  from/to:
government
- other domestic lenders
- foreign  institutions.
This  return  would  supplement,  rather  than  replace,  the  annual  accounts.26
III. OVERALL  CONCLUSIONS
32.  Use of the  above  framework  in Tanzania  proved  helpful  and  resulted
in a  sector review  which went well beyond the financial  issues normally
considered  in sector  reports. In  particular,  it focused  attention  on revenue
enhancement,  the fiscal  consequences  of expenditure  plans and the sector's
impact  on the government's  overall  fiscal  balance.  In this connection,  the
framework  explicitly  recognized  the important  link between  transport  sector
activities  and  the  overall  macro-economic  resource  constraints  within  which  they
must operate. It thus emphasized  the  need in public  expenditure  analysis  to
formulate  recommendations  on the level  and composition  of transport  sector
expenditures  in the  content  of overall  resource  constraints. In doing  so, it
furthermore  looked  at  both sides  of  the  balances  the  setting  of  priorities  for
expenditures  on  the  one  hand,  while  being  mindful  of the  need  to  enhance  overall
revenue  mobilization  on the  other.
33.  The subsequent  review  of 14 other  countries  showed  that  a  usable  -
- though highly imperfect --  framework can be developed on the basis of a desk
study  before  any  fieldwork  begins. Host of  the  documents  required  are  already
available  in Bank files,  can be fairly  easily  collected  during  the  course  of
regular  mission  work, or collected  by staff in the Bank's  field offices.
Ideally, this  framework should be  prepared by  staff  with  accounting
qualifications  (perhaps  by  a  Technical  Assistant)  and  must  then  be  clarified  and
elaborated on  during  the  initial phases of  any  subsequent fieldwork.
Clarification  would  include  identifying  sources  of equity/loan  capital,  making
subsidies  more  explicit,  sorting  out  inconsistencies  in  accounting  practices  and
establishing  how  many  accounts  receivable  were  really  bad  debts. This  generally
involves  quite  a lot  of initial  detective  work.  However,  once this  data  has
been  assembled  and  the  qualifications  explained,  future  updating  is  easier  and
should  take  less  time.27
Attachment  1.
Draft  Consultation  Document
ImProving  and  Maintaining  Trunk  Roads
Introduction
1.  During  the  past  few  years  the  government  has  faced  a severe  fiscal  crisis
and  this  has  meant,  among  other  things,  that  the  annual  budget  has left  llttle
room  to  meet the growing  need for  road  maintenance  and  even less  to deal  with
the  enormous  back-log  of  required  rehabilitation  work.  A recent  estimate  suggests
that  the  main  trunk  road  network  has  deteriorated  to  the  point  where  over  60  per
cent  of  the  paved  main  road  network,  and  75  per  cent  of  the  unpaved  network,  are
now in poor condition.  This  has resulted  in higher  vehicle  costs --  mainly
through  increased  use  of  fuel  and  damage  to  the  vehicle  and  tires  --  and  has  also
hampered  the  efficieLv  movement  of  agricultural  products  in rural  areas.
2.  Failure  to  maintain  roads  to  an  adequate  standard  does  not  save  money.  It
not only increases  vehicle  operating  costs,  but simply  postpones  the required
expenditure  to  a future  date.  What is  not  done  today  has  to be done  tomorrow  -
- generally at a higher cost --  unless the roads are abandoned and allowed to
deteriorate  into  earth  tracks.  With this  concern  in mind,  the government  has
approached  the  World  Bank  and  the  rest  of  the  Donor  community  and  asked  for  help
in  bringing  the  road  network  back  to a satisfactory  condition.  These  agencies
have agreed  to do thls,  but have also  pointed  out that it  makes no sense  to
rehabilitate  a road  when  there  are  no financial  resources  available  to  maintain
it.  With this in mind the  World Bank invited  the government  to put forward
proposals for mobilizing  the additional  resources  needed to maintain the
rehabilitated  trunk and essential  rural  road network in a stable  long-term
condition.  This  document  outlines  possible  ways  in  which  that  might  be  achieved.
Scale  of the  Problem
3.  The  Hlnistry  of Communications  & Works  has been  working  with  World  Bank
staff  and consultants  to prepare  a realistic  road  maintenance  program.  In28
1987/88  the  government  budgeted  to spend  about  T Sh 2,700  million  on roads.  Of
this, about T Sh 2,380 was proposed  to be spent on routine  and periodic
maintenance.  It  is  our  understanding  that  this  figure  would  need  to  be  increased
to about T  Sh 8,000 million to ensure  maintenance  was carried out to a
satisfactory  standard.  This  gives  a  measure  of the  scale  of the  crisis  we are
facing  in  the  road  sector.  The  challenge  facing  us is  therefore  that  of  finding
ways to mobilize  these resources  in a manner  that is acceptable  to all the
interested  parties  cor.cerned  and  does  not  damage  the  country's  long-term  economic
prospects.
Options  Available
4.  The  options available fo. mobilizing additional revenue for  road
maintenance  and rehabilitation  are limited.  Current  revenues  are principally
derived  from  import  duties  and sales  taxes  on motor  vehicles  and spare  parts,
sales  taxes  on  fuel,  road  toll  taxes  and  motor  vehicle  taxes.  One  way  of  raising
the needed revenue  would be to raise  all these  taxes by a uniform  amount.
However,  the  government  does  not  believe  this  would  be the  best  solution.  Some
taxes  are  already  high,  particularly  those  on  new  vehicles,  and  increasing  them
still  further  would  merely  encourage  tax  avoidance  and,  worse  still,  tax  evasion.
5.  At the  same  time  the  government  is  mindful  of the  fact  that  fuel  imports
are  not  subject  to  import  duties  and  that  diesel  fuel  is  also  exempted  from  sales
taxes.  As a result,  the  price  of fuel in  Tanzania  is significantly  lower  than
in  most  other  countries  in  the  region.  For  example,the  price  of  premium  gasoline
is  nearly  5/-  per  liter  lower  than  in  Kenya,  regular  gasoline  is  8/-  lower,  while
the  price  of  diesel  fuel  is  over  11/-  lower.  Differences  of  this  magnitude  lead
to fuel  smuggling  and  do little  to encourage  fuel  conservation.  An alternative
way  of  mobilizing  the  necessary  revenue  would  therefore  be  to  raise  fuel  prices,
perhaps  even to equalize  them with those in Kenya at the current  official
exchange  rate.29
Government  Intentions
6.  Raisang  tax rates  to generate  more revenue  for road  maintenance  and
rehabilitation  is  only  one  part  of  the  solution.  Equally  important  is  the  need
to  ensure  that  tax  revenues  are  raised  efficiently,  that  the  money  voted  for
roads  during  the  annual  budgeting  process  is  actually  spent  on  roads  and  that
the required  maintenance  and  rehabilitation  work  is  carried  out  in  a cost-
effective  manner.  With  this  in  mind  the  government  is  therefore  prepared  to
consider  the  following  actionst
(i)  Simplification  of the present  tax structure  to remove  anomalies  and
inconsistencies,  reduction  of  the  50  per  cent  sales  tax  on  motor  vehicle
spare  parts  as  part  of  the  government's  action  plan  to  reform  the  tariff
and  sales  tax  structure,  and  abolition  of  the  road  toll  tax.
(ii) Thoroughly  overhauling  present  procedures  for  controlling  expenditures  on
roads,  including  an  examination  of  the  way  the  financial  controllers  in
the  Ministry  of  Works,  Communications  and  Transport  verify  and  certify  that
the  work  paid  for  by  the  Ministry  has  been  carried  out  and  completed  to
a  satisfactory  standard.
(iii)  Introducing  contracting  of  road  resealing,  regravelling  and  maintenance
to  ensure  that  such  work  is  carried  out  on  time,  to  a  satisfactory  standard
and  within  agreed  budgetary  allocations.
Consultations
7.  The  government  is  now  inviting  comments  from  interested  parties  on  the
above  proposals.  At this  stage  the  government  has  an  open  mind  about  how  to
proceed.  The  only  fixed  point  is  the  urgent  need  to  mobilize  additional  revenue
to  support  a  greatly  expanded  program  of  road  maintenance  and  rehabilitation.
With  this  as  the  starting  point,  the  goverrment  would  therefore  value  your  views
on  the  following  questions:
- how  can  additional  revenue  be  mobilized  to  finance  a  realistic  level
of  road  maintenance  and  rehabilitation
- would  it  be  better  to  raise  this  revenue  by  raising  all  road  user
taxes,  or  by  equalizing  fuel  prices  with  those  in  Kenya
- is  it  worth  simplifying  the  present  structure  of  road  user  taxes30
would  anything  be gained  by reducing  the  present  50  per  cent  sales
taz  on spare  parts
what  would  be gained  from  abolishing  the  present  road  toll  tax
should the government  review and strengthen  control over road
expenditures
would it be desirable  to undertake  more road  maintenance  work by
contract
are there any other matters relating  to the taxation  of road
vehicles,  or  the  financing  of roads,  that  need  to  be  brought  to  the
government's  attentionANNEX 1
Source  Notes  and  Co_mnts  on Data  QualityAnnex  1
Page  1 of 32
SOURCE  NOTES  AND  DATA  QU&LITY
1.  ETHIOPIA
1.1. Sources
Road  Revenues  and  Expenditures:
IRP  Statistics.
Shortfall  of  Regular  Maintenance:
Second  Road Sector  Project,  SAR,  June  1983,  para.  2.28.
Ethiopian  Airlines:
Annual  Audited  Account 1986  and  1987.
Civil  Aviation  Authority:
Draft  income  statement  and  balance  sheet  1986/7  and  198718.
Marine  Transport  Authority:
Financial  data  included  in  Marine  Transport  Authority  - Assab  Port
Development  Study (Rendel,  Palmer,  and  Tritton  - Economic  Studies
Group,  February  1988).
Maritime  and  Transit  Services  Corporation:
Annual  Accounts  for  1986  and 1987,  but no supporting  notes.  The
accounts of the two maritime enterprises  were aggregated  for
presentational  purposes.
Ethiopian  Shipping  Lines  Corporation:
Annual  audited  accounts,  excluding  notes,  1985/86  and  1986/87.
Chemins  de Fer  Djibouti  - Ethiopia:
IBRD  Transport  Corridor  Analysis,  Volume  II  (Report  6554-ET,  December
1986).
1.2  Quality  of Data
The  Ethiopian  Airlines  accounts  were  audited,  well  presented  and  fully  supported
by  notes. The  auditors'  qualifications  related  to  uncertainty  as  to  whether  some
Government  funding  was to  be treated  as equity  or loan  capital.
The  Civil  Aviation  Authority  accounts  were  unaudited;  the  balance  sheet  did  not
contain  financing  data  and  thus  assumptions  had  to be  made.
Accounting  data  of  the  other  enterprises  was  presented  in  a  conventional  manner,
but the  lack  of  notes  restricted  interpretation.
1.3  Conclusions
Two of the transport  enterprises,  namely  the airline  and ports,  achieved  aAnnex  1
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satisfactory  level  of  net  profit,  the  latter  after  a  heavy  corporate  tax  expense.
The railways  were unprofitable. It appears  that  depreciation  provisions  were
linadequate. The railways  relied  on Government  grants  and extended  debt to
enable  it to  maintain  and  replace  equipment.
The Civil  Aviation  Authority  also recorded  a loss,  but after  a  depreciation
charge  that  amounted  to  52 percent  of sales  turnover. In the  absence  of  notes
to the  accounts  the  reason  for  the  apparent  anomaly  is  not  clear,  but  it seems




Road  Revenues  and  Expenditures:
Revenues Walker  D.,  Issues  in  the  Administration  of Transport
Taxes,  INU Consultant  Report,  June 1988; Expenditure:  Transport
Rehabilitation  Project,  SAR,  November  1987,  Annex  2-12.
Shortfall  of  Regular  Maintenance:
Transport  Rehabilitation  Project,  SAR,  November  1987,  Annex  3-1,
para.  7.
Ghana  Airways  Corporation:
Annual  Accounts  1984 (audited)  and  1985 (unaudited).
Ghana  Civil  Aviation  Authority:
Annual  Accounts  for  1986  and  1987  drawn  up by an unidentified  firm
of  consultants  from  source  accounting  documents,  and incorporated
in  a report  on  a Financial  Information  Study.
Ghana  Ports  and  Harbours  Authoritys
IBRD  Ports  Rehabilitation  Project,  (report  5907  - GH,  March  1986).
Black  Star  Line:
Audited  Annual  Accounts  1984  and  1985.
Ghana  Railways  Corporation:
IBRD  Transport  Rehabilitation  Project  (report  1912  - GH, November
1987).
Ghana  State  Transport  Corporation,  City  Express  Services  and  Omnibus
Services  Authority:
Report  for  Ministry  of Transport  and Communications  on Financial
Information  Study  of Bus  Companies  (Peat,  Marwick  & Co,  December
1987). The  figures  for  the  three  bus  enterprises  were aggregated.Annex  1
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2.2  Quality  of Data
The  Ghana  Airways  Corporation  accounts  were  qualified  by  the  auditors  mainly  on
the grounds  of inadequate  control  accounts. Generally  though  the accounting
policies,  bases  and  presentation  appeared  reasonable.
The  Ghana  Civil  Aviation  Authority  accounts  were compiled  by consultants  from
source  documents,  in  the  absence  of audited  financial  statements  or up to  date
accounting  records.  The  completeness,  accuracy  and  authenticity  of  transactions
were not checked.  It is clear  that '.he  Authority's  accounting  systems  were
inadequate.  We  made  some adjustments  to the  accounts produced by  the
consultants,  in order  to:
- include a  depreciation  charge which was  referred to  in  the
explanatory  narrative.
- eliminate  part  of a  Government  subvention  from  the  Profit  and  Loss
Account  as it related  to  capital  expenditure.
It is clear  that the reliability  of the  Civil  Aviation  Authority  accounts  is
highly  questionable.
The  Black  Star  Line  auditors  expressed  severe  reservations  regarding  the  accuracy
of accounts  receivable  and  payable  on the  balance  sheet.
The  Ghana  Railways  Corporation  figures  included  estimates  for  the second  half
of the  year.
The  Bus  Enterprise  accounts  were  a  mixture  of  audited  and  non-audited  accounts.
There  were qualifications  regarding  the adequacy  of provisions,  whilst the
auditors  noted  difficulty  in interpretation  due  to three  Cedi  devaluations  in
two  years.
2.2  Conclusions
The  ove.  all  figures  are  dominated  by  the  Railways,  where  602  of  revenue  consisted
of  Government  subsidies  and  the  total  of  losses  and  subsidies  amounted  to  C  1909M
($US  83M). Debt  and  share  capital  rose  sharply  (the  source  of this  funding  is
not  known),  and  working  capital  deteriorated.
The Shipping  Line also recorded  a substantial  loss:  C426M (SUS  18.5M),  which
represented  82  percent  of  normal  trading  revenue.  it  was  propped  up  by  a  massive
injection  of Government  grants  and  loans.
The  Bus  Companies  and  the  Civil  Aviation  Authority  were  heavy  loss  makers,  the
latter  after  taking  account  of  Government  subvention  'f C2  4;  (6uS  10.8M).
The  Airline  and  Ports  Authority  both  recorded  net  profits,  but  in  the  latter  case
it appears that the profit  was exaggerated  as the result  of an inadequate
depreciation  provision.Annex  1
Page  4  of 32
3.  ZAIRE
3.1  Sources
Road  Revenues  and  Expenditures:
Transport  Sector  Memorandum,  August  1986,  Table  14
(revenue);  no consistent  source  (expenditures).
Shortfall  of  Regular  Maintenances
Transport  Sector  Memorandum,  August  1986,  para.  4.56.
Office National  des Transports  (ports  plus part of the railway
system)  and  Societe  Nationale  des  Chemins  de  Fer  Zairois  (major  part
of the  railway  system):
Analyses  prepared  by C. Lyle of Africa Department  from audited
accounts.
Air Zaire,  La Regie  des  Voies  Aeriennes  (airports),  La Regie  des
Maritimes  (ports  offshore  activities  such  as pilotage,  towage  and
dredging),  La Regie des Voies Fluviales (marine  surveys,  buoy
maintenance  and  dredging)  and  Compagnie  Maritime  Zarois  (shipping)s
Etudes  Sur  la  Reforme  des  Enterprises  Publiques,  Coopers  &  Lybrand
February  1988.
The  ports  figures  incorporate  those  of the  rail  services  operated
by Office National  des Transports;  and also those of the two
enterprises  concerned  with  marine  activities.
3.2  Quality  of  Data
Coopers  &  Lybrand  were  critical  of  internal  controls  in  the  airlines  and  airports
accounting  and  in  ONATRA  and  SNCZ.
La  Regie  des  Voies  Aeriennes  did  not  have external  auditors.
We did not have access  to notes to the annual  accounts,  which would have
facilitated  interpretation.  However,  the  following  exceptional  items  were  noteds
- the  Balance  Sheet  movements  of  Air  Zaire  are  averaged  between
1984  and  1986  figures,  as  no figures  were  available  for  1985;
and
- revaluation  of  airports  authority  fixed  assets  in  1986  led  to
a write-up  of Z1,500  million,  and an additional  charge  to
depreciation  of Z223  million.Annex  1
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3.3  Conclusions
All  transport  enterprises  showed  losses,  the  dominant  ones  being  Air  Zaire,  which
lost  Z2,366M  ($US  11.3M)  ard  the  railways  which  lost  Z6,204M  ($US29.5H).  In  the
case  of  the  railways,  exceptionally  heavy  provisions  appear  to  have  been  a  major
contributory  factor  to  the  heavy  loss.
The  extent  o; Governmental  financial  support  is  unclear.
Stretched  working  capital  and/or  substantial  increases  in  debt  were  noticeable
in airlines,  ports  and  railways.
4.  INDOESIA
4.1  Sources
Road  Revenues  and  Expendituress
Land  Transport  Subsector  Review,  Sector  Report,  September  1987,  Table
3.15 (revenues);  Table  3-13 (expen2.tures).
Shortfall  of  Regular  Maintenancet
Highway  Maintenance  Review,  Sector  Report,  July 1988, Table  8.2
(adjusted  to 1985/86  prices).
All the remaining  data have been derived from the IBRD report
entitled  'Indonesia  Transportation  Sector  Reviews  A  Survey  of  State-
Owned Transport  Enterprises'  prepared  by the East Asia Projects
Department  in  April  1987. An annex  to  this  report  contained  Profit
and Loss Accounts  and Balance  Sheets  for most of the transport
enterprises.  The  source  for  these  data  was 'Data  on State  Managed
Transport  Organizations  - Bureau  of State  Enterprises  HOC 1986'.
The  data  presented  relate  to  the  following  enterprises  and  have  been
aggregated  within  their  respective  transport  modes  where  appropriate:
Airlines
Garuda  Indonesian  Airways
Airports
Perum  Angkasa  Pura
Ports
Perum  Pelabulham  I,II,III,  and  IV
Perum  Pengurukan  (Dredging  Company)
PT Varuna  Tirta  Prakasya  (freitLt  forwai.ding  and  stevedoring).
Shipping
PT Pelayaram  Nas93nal  Indonesia
PT Djakarta  LloylAnne:  1
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PT Bahtera  Adhiguna
PT Biro Klasifikasi  Indonesia  (ship  classification,  registration
and  surveys).
Railways
Perjam  Kerete  Api
Buses
Perum  Angkutan  Motor  DAMRI
Perum  Pengankutan  Penumpang  Djakarta
4.2  Quality  of Data
Ws understand  there  is  a tendency  for  current  expenditure  to be  understated  in
the  accounts. For  example,  employers  pension  contributions  may  be excluded.
There  were several  instances  where no depreciatioa  was charged  again't  the
year's  revenue.  We therefore  estimated  eepreciation  and  adjusted  the  Profit
and  Loss  Accounts  and  Balance  Sheets,  on the  following  bases:
- Garuda: the percentage  of  depreciation  to  fixed assets
included  on  earlier  years'  accounts;  and
- Parum  Pelabuhan  III and IV,  PT Djakarta  Lloyd  P.T. Bahtera
Adjiguna:  average  depreciation  rates  used  by the  other  ports
or shipping  lines  respectively.
The figures  shown  under  shipping  are  the  aggregate  of P.T.  Djakarta  Lloyd  and
P.T. Biro Klasifikasi  for 1982, P.T. Bahtera  Adhiguna for 1983 and P.T.
Pelayaram  Nasional  Indonesia  for  1984.
The  Government  apparently  provides  operating  subsidies  to  the  bus  companies,  but
these  were  not quantified  in the  accounts.
4.3  Conclusions
All transport  enterprises,  apart  from  the  Airports  Authority,  recorded  losses.
These  appear  to  have  been  sustained  in  the  main  by  Government  capital  injections
amounting  to  R440,000M  (SUS  257M).
75  percent  of the  overall  loss  was attributable  to Garuda  Airways,  whose loss
of R239,231M  ($US  140M)  represented  35  percent  of sales  revenue.
5.  PHILIPPINIS
5.1  Sources
Road  Revenues  and  Expenditures:
Transport  Sector  Review,  Sector  Report,  May  1987,  Table  2.3.Annex  1
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Shortfall  of  Regular  Maintenances
Based  on discussions  with regional  staff.
Philippine  Airlines:
Annual  Accounts  1986-87.
Manila  International  Airport  Authoritys
Annual  Accounts  1986-87,  but  excluding  notes  to the  accounts.
Bureau  of  Air Transportationt
The  only data  obtained,  from  the 'Budget  of Expenditure  Source  of




Operating  expenditure  219,876
These  income  and  expenditure  figures  have  been  aggregated  with  the
Manila  International  Airport  figures  on the  schedules.
Philippine  Ports  Authority:
Annual  Accounts  1985-86.
Philippine  National  Railways:
Budget  preparation  documents  compiled  by the  Department  of Budget
and Management.  These contained  unaudited  Profit and Loss and
Balance  Sheet  data  for  1987.
Light  Rail  Transit  Authority:
Annual  Report  and  Accounts  1986.
The  figures  for  the  two  railway  authorities  were aggregated.
5.3  Quality  of  Data
Most  of  the  data  was  presented  in  a conventional  and  clear  manner,  and  conveyed
the  impression  of reliability.
In the  Philippines  Airlines  accounts,  interest  and foreign  exchange  losses  on
loans  for  capital  purchases  and  works  are  capitalized.  Likewise,  in  the  Light
Rail Transit Authority  accounts, assets, liabilities  and depreciation  are
expressed,  where  appropriate,  after  adjustments  for  foreign  exchange  movements.
These  were the  only  sets  of  accounts  that  included  detailed  notes. The  probable
inference  is  that  such  adjustments  are  normal  practice  in  public  sector  accounts
in the  Philippines.
The main effect  of the absence  of detailed  accounts  for the Bureau  of Air
Transportation  is  that  the  Balance  Sheet  excludes  funding  of  the  deficit  for  the
year  of Peso  113,879,000.Annex  1
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5.4  Conclusions
In aggregate,  the transport  enterprises  showed  a profit  of P 247M ($US  12M).
Port operations  appeared  particularly  profitable,  showing  a net return  of 332
on revenue.
Railways  were  the  disaster  area. Despite  being  subsidized  to  the  tune  of  P 123M
($US  6M) they lost P 166M ($US  13M).  The railways  balance  sheets  showed  a
deterioration  in  working  capital  and  a large  injection  of debt.
6.  SRI  LANKA
6.1  Sources
Road  Revenues  and  Expenditures:
Transport  Sector  Planning  Study,  Louis Berger, et al. Vol. 4,
September  1987 (revenues  adjusted  to  include  general  taxes).
Shortfall  of  Regular  Maintenance:
Transport Sector Planning  Study, Louis Berger et al. Vol. 4,
September  1987,  p. 7-34.
Air  Lanka:
Annual  Report  and  Accounts  1986  and  1987.
Airport  and  Aviation  Services  (Sri  Lanka)  Ltd.
Annual  Report  and  Accounts  1986  and  1987.
Sri  Lanka  Port  Authority
Annual  Report  and  Accounts  1986  and  1987.
Ceylon  Shipping  Corporationt
Annual  Report  and  Accounts  1984  and  1985.
Sri  Lankan  Railways:
Summarized  Operating  Accounts,  but  no Balance  Sheet  extracted  from
Transport  Section  Planning  Study  (Louis  Berger  International,  1988).
Combined  Regional  Transport  Boards  and  Sri  Lanka  Central  Transport
Board:
Operating  Accounts,  but  no Balance  Sheet  extracted  from Sri  Lanka
Transport  Sector  Planning  Study  (Louis  Berger  International,  August
1987).
6.2  Quality  of Data
The  airlines,  airports  and  ports  accounts  appeared  to  be compiled  and  presented
in a conventional  manner.  The other  data  were sparse  and  without  supporting
notes.Anne:  1
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6.3  Conclusions
Heavy  losses,  amounting  in  total  to  R2581M  ($US  79),  were  recorded  by airlines,
shipping,  railways  and  road  transport.  Due  to  the  paucity  of  the  data  obtained
in respect  of these  modes,  no clear  conclusions  can be drawn regarding  the
ex.ent  of subsidies  or the  impact  of the  losses  on balance  sheets.
The  Ports  Authority  made a satisfactory  return  on revenue,  if not on capital
employed.
The airports  and aviation  services  accounts  are difficult  to interpret,  as a
large slice of revenue  collected (embarkation  tax) is handed over to the
government. It is  not  clear  to  what extent  the  authority  incurs  expenses  that
generate  this  revenue. If the  revenue  handed  over  is  excluded  from  the  Profit
and  Loss account,  the restalt  rould  be about  breakeven. Notes  to the  accounts
state  that the  Air Navigation  Act  will be amended  so that the proportion  of




Road  Revenues  and  Expenditures:
Highway  Sector  Project,  SAR,  November  1987,  Table  2.6 (revenue)  and
Table  2.5 (expenditure).
Shortfall  of  Regular  Maintenance:
Transport  Sector  Review,  June  1985,  paras.  1.09  and  1.37.
Thai  Airways  International:
Annual  Audited  Accounts  1986  and  1987.
Airports  Authority  of  Thailand
Annual  Reports  and  Audited  Accounts  1984  and  1985 (no  notes).
Port  Authority  of Thailand:
IBRD  Transport  Sector  Review  (Report  4950  - TH,  June  1985)
Thai  Maritime  Navigation  Company:
Profit  and  Loss  Statement  1985 (no  notes).
State  Railway  of Thailand:
Annual  Audited  Accounts  1984 and 1985,  exclusive  of notes  to the
accounts.Annex  1
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7.2  Quality  of Data
The  data were  presented in  a  corventional  manner and  appeared to  be
satisfactory.  The  main  reservation  is  that,  with the  exception  of Thai  Airways
International,  there  were  no notes  to the  accounts.
7.3  Conclusions
Airlines, airports and  ports  all  achieved satisfactory  profits, after
contributing  over Bl,000  M  ($US  39M) in taxes.  The aviation  modes incurred
substantial  increases  in  debt,  but  this  was  to finance  capital  development.
The railways  were extremely  unprofitable,  the  net  loss  amounting  to 34  percent
of revenue. The loss  of B1,114  M ($US  44M)  was funded  by a large  increase  in
debt.
8  . ARGENTINIA
8.1  Sources
Road  Revenues  and  Expenditures:
Allocation  to Users  of the  Cost  of the  Road  System,  Subsecretariat
for  Planning Transport,  September 1986, p.59  (revenues);  IRF
Statistics  (costs).
Shortfall  of Regular  Maintenance:
Based  on  discussions  with regional  staff.
Aerolineas  Argentinas:
Provisional  Annual  Accounts  1986.
General  Ports  Administration:
IBRD 'Transport  Sector  Enterprises  - sector  work for  yellow  cover
review  meeting'  (March  1988).
Empresa  Lineas  Maritimas  Argentinas  SA
Audited  Annual  Accounts  1986-87  ane.  1987-88.
Ferrocarriles  Argentinos:
Memoria  Y  Balance  1985  and  IBRD  Transport  Sector  Public  Enterprises,
Volume  II  Annexes,  (report  7496-AR,  October  1988).
8.2  Quality  of Data
All the  accounts  were difficult  to interpret  and  suspect  due  to  unconventional
treatment  of capital  costs,  extraordinary  items,  interest,  exchange  losses  and
the  effect  of inflation.
The Aerolineas  Argentinas  accounts  were provisional. There  was no balance
sheet,  or notes  to the  accounts.Annex  1
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The  IERD  produced  ports  accounts  carried  a footnote  to the  effect  that  figures
were order of magnitude  only due to problems  of inflation  accounting  and
adjusting  figures  to a common  monetary  value.
The shipping  line  accounts  included  lengthy  notes  in Spanish. These  were  not
examined  in  detail.
The  railways  profit  and  loss  account  contained  several  large  extraordinary  items
including  proceeds  of sale  of scrap  iron  and  loss  on  property  disposals.  These
have been excluded  from  the figures  presented. No source  and application  of
funds  statement  or  previous  year  balance  sheet  were available,  apart  from  1984
summary  balance  sheet  figures,  adjusted  to  end  1985  values,  in  the  IBRD  report.
These  were not  used  as  no other  figures  in this  report  are  inflation  adjusted.
8.3  Conclusions
The  railways  lost  over  AA 1,OOOH  ($US  83H)  after  adding  back  the  huge  government
subsidy. Nearly  half  the  loss  is attributable  to  unfavorable  foreign  exchange
movements.
The  net  profit  shown  on  the  airlines  accounts  is  illusory  as  no depreciation  or
leasing  costs  are  shown.
9.  COLOMBIA
9.1  Sources
Road  Revenues  and  Expenditures:
Second  National  Highways  Sector  Project,  SAR,  May 1987.
Table  2.5
Shortfall  of Regular  Maintenance:
Second  National  Highways  Sector  Project,  SAR,  May  1987,  paras.  3.04,
3.05.  Present  maintenance  judged  adequate.
Civil  Aviation  Authority;
IBRD Project Completion  Report - Colombia Domestic Aviation
Development  Project  (report  6416,  September  1986).
Colombian  Ports  Authority:
Annual Report and Accounts (for 1985 and  1986) prepared by
Controller-General  Office.
Flota  Mercante  Grancolombiana  SA:
Audited  Annual  Accounts  aid  Report  for  1986  and  1987.
Colombia  National  Railway:
IBRD  Transport  Sector  Strategy  Pap.r  (report  5776  - CO,  May 1987)Annex  1
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9.2  Qualit?  of Data
The  Ports  Authority  and  Shipping  Line  accounts  were detailed  and  conventional
and  ought  to  portray  a true  and  fair  view.  %
Adjustments  in the Ports  Authority  accounts  for  use  of the ports  by the army
have been  excluded,  as these  were designated  as 'extraordinary  items'.
The large figure  for provisions  in the balance sheet  of the shipping  line
represents  accrued  long  term  retirement  pensions  and  expeztses.
The  IBRD  report  from  which  the  Civil  Aviation  Authority  figures  were extracted
contained  several  qualifications,  in  particulart
- no external  auditors  had  been  appointed;
- the  rceounting  records  were  inadequate  for  control  of  a  civil
aviation  authority  and  considerable  difficulties  were
encountered  in compiling  the  figures;  and
- fixed assets  are undervalued  due to the lack of an asset
revaluation. Depreciation  charges  are too lonw  for  the same
reason  and  because  no depreciation  had been  charged  against
several  completed  project  components.
For  the  railway  only  a  summarized  application  and  source  of funds  statement  was
available. Thus the  data  shown  was limited  and there  was no indication  as to
its  reliability.
9.3  Conclusions
The  Ports  Authority  and  the  Shipping  Line  were  profitable.  In the  case  of the
Ports  Authority  this  appears  to have  been  a turnaround  in its fortunes  as the
Balance  Sheet  still  showed  a cumulative  deficit  of CP 5916  M (SUS  19M).  The
substantial  injection  of government  debt suggests  funding  for a development
scheme  rather  than  shoring  up the  balance  sheet.
The 50 percent  plus return  on revenue  shown  in the  Civil  Aviation  Authority
figures  is  entirely  fallacious,  in  view  of  the  heavy  Government  subsidy  and  the
inadequacy  of the  depreciation  allowance.
The  virtual  breakeven  shown  in the railways  profit  and loss account  is also
spurious. Elimination  of the  Government  subsidy  and  inclusion  of a reasonable
figure  for  depreciation  would  indicate  an operating  deficit  of some  $US  25M.
Noteworthy  overall  is  the  low  level  of interest  paid. Three  of the  modes  were
in fact interest  earners  on balance.  Interest  received  has been included  as
revenue.Annex  1
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10.  COSTA  RICA
10.1  Sources
Road  Revenues  and  Expenditures:
Department  of Economic  Studies,  General  Directorate  of Planning,
HOPT, San Jose, 1989 (revenues);  Transport  Sector  Project,  SAR,
October  1988 (white),  Tables  2.2  and  2.3 (expenditures).
Shortfall  of Regular  Maintenance:
Based  on discussions  with regional  staff.
Lineas  Aereas  Costarricenses:
Annual  Report  and  Accounts  1986  and  1987
Instituto  Costarricense  de Puertos del Pacifico  and Junita de
Administraction  Portuaria  y  de  Desarrollo  de  la  Vertiente  Atlantica:
Annual  Accounts  1985  and  1986,  but  no supporting  notes. Figures  for
the  two  enterprises  were  aggregated.
Instituto  Costarricense  de Ferrocarriles:
Annual  Accounts  1986  and  1987,  but  no supporting  notes.
10.2 Quality  of  Data
The  absence  of  notes  concerning  the  bases  of  accounting  on all  but  the  Airline
Accounts  imposed  a limitation  on interpretation.
Evidently the ports' surplus shown on the accounts  is exaggerated  as no
infrastructure  depreciation  provision  is  made. No  depreciation  is  shown  in  the
railways'  accounts,  but this  may  be included  in  the  working  expenses  figure.
The  Airline  Accounts  were  in $US  and  have  been  converted  into  colons  at  the  rate
of C77  - $USl (September  88).
10.3 Conclusions
The aggregate  profit  of C292M (SUS 3.8M) would probably  be eliminated  if
adequate  depreciation  provisions  were  made.
The  railways  were subsidized  to the  tune  of C 333M (SUS  4.3M)  but  still  showed
a loss of C 183M ($US 2.4M).  Like the airlines,  its  working capital  was
significantly  stretched.Annex  1
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11.  JAMAICA
11.1  Sources
Road  Revenues  and  Expendituress
Highway  Maintenance  Project,  SAR,  April  1983,  Table  2.3
Shortfall  of  Regular  Maintenance:
Highway  Maintenance  Project,  SAR,  April  1983,  Table  3.1
IBRD  memorandum  on Transport: Public  Sector  Enterprises  (report
6178 - JM) June 1986)  provided  the source  of data for all the
enterprises,  naixelys
- Air Jamaica;
- Airport Authority of Jamaica;
- Port  Authority of Jamaica;
- Jamaica Merchant  Marine, incorporating  JMM Atlantic
Line;  and
- Jamaican Railways Corporation.
11.2 Quality  of Data
Lack  of  notes  to  the  accounts  hindered  interpretation.
The  report casts doubt as to whether the accounts of Jamaican  Railways
Corporation,  which  were  unaudited,  give  a  true  and  fair  view. The  balance  sheet
data  for  the  corporation  were  compiled  from  a forecast  funds  flow  statement  and
thus  must be treated  with reserve.
It appears that all the accounts  are heavily affected  by Jamaica Dollar
devaluations,  foreign  exchange  provisions  or assets  revaluations.
11.3 Conclusions
All transport  enterprises  showed  losses,  the  tot%l  being  $J  119M ($US  22M). 57
percent  of the  loss  was attributable  to  Air Jamaica. Additional  debt  amounted
overall  to  +  or -$J350M  (SUS  65M).
Wo obtained  virtually  no information  on financial  flows  to  and  from  Government.
12.  ALGERIA
12.1 Sources
Road  Revenues  and  Expenditures:
Fifth  Highway  Project,  SAR,  December  1986,  para.  2.36 (revenue)  and
para.  2.31 (expenditures).Annex  1
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Shortfall  of  Regular  Maintenance:
Fifth  Highway  Project,  SAR,  December  1986,  para.  2 35 (adjusted  to
1984  prices).
Air Algeria,  Enterprise  Nationale  D'Exploitation  et de Securite,
Aeronautiques,  and  Societe  Nationale  Transports  Maritimess
Plan Comptable  Generale  type accounts,  without supporting  notes,
supplied  by Bank staff.
Enterprises  Portuairess
Summary  profit  and loss account,  but  no Balance  Sheet,  extracted
from  IBRD  Draft  Staff  Appraisal  Report,  Proposed  Third  Port  Project.
Societe  Nationale  des  Transports  Ferroviairess
IBRD  Staff  Appraisal  Report,  Second  Railway  Project  (January  1988).
12.2 Quality  of  Data
The  Plan  Comptable  Generale  Accounts  were  presented  in a standards  format,  but
in the absence  of any supporting  notes it was not possible  to assess the
compilation  of the  numbers. Parts  of the  shipping  accounts  were illegible,  so
it  was  necessary  to resort  to supposition  to complete  the  Balance  Sheet.
The  ports  data  was basic  and  there  were  no notes.
The  railway  accounts  appeared  to be adequate.
12.3 Conclusions
Air Algeria  and  the Airports  and  Ports  Authorities  all recorded  profits,  but
these  were  dwarfed  by large  losses  from  shipping  (D  365H  - $US  57M)  and  Railways
(D  799M  - $US  125H).
The  enterprises  charged  a total  of D 427M (SUS  67M)  taxes  in their  Profit  and
Loss  Accounta. This  partly  mitigates  the Shipping  and  Railways  losses. The
Railways  did,  however,  receive  subsidies  of  D  238H  ($US  37M)  and  a  share  capital
injection  of D 788M (SUS  123H).




Road  Revenues  and  Expenditures:
Issues  and  Options  in  the  Transport  sector,  Sector  Report,  May  1987.
Table  IV.7 (revenues);  Table  IV.5  (expenditures).Annex  1
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Shortfall  of Regular  Maintenance:
-Issues  and  Options  in  the  Transport  Sector,  Sector  Report,  May  1987,
Table  IV.5.
Pakistan  International  Airlines:
Annual  Report  and  Accounts  1986-87.
Civil  Aviation  Authority:
CAA  Revised  Financial  Plan,  Hay  1985.
Karachi  Port  Trust:
Summarized  Accounts,  being extracts from a  financial  planning
document  prepared  in  1988  and  supplied  by Bank  staff.
Port  Qasim  Authority:
Extracts  from  audited  accounts  1986-87.
Pakistan  National  Shipping  Corporation:
Report  and  Accounts  for  1985.
Pakistan  Railways:
Annual  Accounts  for  1986-87  (unaudited).
Punjab  Road Transport  Board,  Punjab  Road Transport  Corporation,
Punjab Road Transport  Corporation  (interCity)  and Punjab  Urban
Transport  Corporations
Extracts  from  annual  accounts  which  only  in  the  case  of  Punjab  Urban
Transport  Corporation  include  an auditors'  report.
13.2 Quality  of  Data
Data  on the  airline,  ports  and  shipping  line  appeared  to  be satisfactory.  The
other  modes  were less  than  adequate  for  the  following  reasons:
- historical  ae.;counting  data in the CM  Financial  Plan was
extremely  meager.  Cost  figures  were  exclusive  of  depreciation;
- Pakistan  Railways  is  a  Government  Department  and  thus  does  not
produce  commercial  type  accounts.  Whilst  the  Profit  and  loss
data  is  probably reliable, the  balance Sheet data  is
particularly  suspect  as  it  was  constructed  from  sundry  capital
and  funds  flow  accounts;  and
- accounts of  the  road  transport enterprises  were  badly
presented  and  difficult  to  decipher. The  one  auditors  report
stressed  poor  internal  control  system. The  Balance  Sheet  for
Punjab  Urban  Transport  Corporation  was  missing  from  the set
of accounts.Annex  1
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13.3  Conclusions
The railways  lost R1332M ($US 74M) on revenue  of R4921M.  Ports and road
transport  also made heavy losses,  but these  were about  matched  by a similar
magnitude  of profits  from  PIA  and  the  Civil  Aviation  Authority.
It appears  that Government  contributed  at least  R 1000M ($US  56M) to share
capital  of the  loss  makers. We gleaned  no information  about  direct  subsidies.
PIA,  the  Port  Authorities,  the  railways  and  the  road  transport  enterprises  all
showed  deteriorating  working  capital. The railways  also  increased  debt  by Rs
897H ($US  50H).
14.  TUNISIA
15.1 Sources
Road  Revenues  and  Expenditures:
IRF Statistics  (revenue);  Highways  Maintenance  and  Rehabilitation
Project,  SAR,  November  1987,  Annex  (expenditures).
Shortfall  of  Regular  Maintenances
Highways  Maintenance  and  Rehabilitation  Project,  SAR,  November  1987,
para.  3.13.
All the  data  were extracted  from analyses  of audited  accounts  of
public  sector  enterprises  produced  in Tunisia  and  acquired  during
a  mission. The  enterprises  consisted  of:
- Tunis  Air and  Tunisavia,  which  were  aggregated;
- Office  des  Ports  Aeriena  de Tunisie;
- Office  des  Ports  Nationaix  Tunisienne;
- Compagnie  Tunisienne  de Navigation;  and
- Societe  National  des  Chemins  de  Fer  Tunisienne.
15.2 Quality  of  Data
There  were no comments  or  notes  to  the  accounts  appended  to the  analyses. The
consistency  of  presentation,  however,  suggests  that  the  data  should  be  reliable.
15.3 Conclusions
The  transport  enterprises  made  an  aggregate  loss  of  D 8.8M  ($US  9.8M),  although
this  was after  charging  taxes  of D27.1M  ($US  30.1M)  against  their  Profit  and
Loss  Accounts.
Railways  were by far  the  most unprofitable  showing  a loss  of D5.9M (SUS  6.6M)
after  receiving  a subsidy  of D15.4M  ($US  17.1M).Annex  1
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Net current  assets  of both ports  and railways  declined  by D lOM,  but in  both
cases  it  appears  that  there  was substantial  expenditure  on capital  investment.I~I  I  i|
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T  X.  .
Z£  3°  8  U8TABLE A. 11  OVERALL  FINANCIAL PERFORMANCE  OF THE PUBLIC TRANSPORT  SECTOR: JAMAICA
t  Jam.  S,  million  )
I  ROADS  I  AIRLINES  IAIRPORTS  I  PORTS  ISHIPPING  I  RAILWAYS  I  TOTAL  I
l  1981/82  FROM  (TO)l  1984  FROM  (TO)i  1984  FROM  (TO)l  1984  FROM  (TO)l  1984  FROM  (TO)!  1984  FROM  (TO)!  I
I  COVT  I  GOVT  I  GDVT  I  COVT  |  GOVT  l  COVT  I
I.  _-  _  I  . __ __-_i--__
IFROFIT  A LOSS  ACCOLIT:  I  I  I  I  I  I  I  I
I  ……___  _  _  _  __ _  _  _I  I  I  I  I  I  i  I
REvENUJE  I  129  I  434  I  36  I  22  I  37  I  21  I  6791
of  which Govt'  subsidies  I  I  I  I  I  I  I
I  I  --  - - - --  - - - -I--  - - - -I--  - --  -I…--  --  --  - …-  - -
IWORKINt  EXPENSES  I  79  I  379  I  29  I  7  I  3'  25  1  5541
1  of  which taxes  |  I  I  I  I 
DEPRECIATION  l  l  31  I  3  I  4  I  2  l  3  I  43l
IFOREX  A OTHER  PROVISIONS  (GAINS)l  I  42  I  12  I  33  1  5  92
IINTEREST  PAID:  NET  SO  s  o  5  I  3  I  1  59i
I  of  which tO Govt'  I
ICRPORATE TAX  I  0  I  I  I  I  01
ISHORTFALL  OF  REJLAR KAINTENANCE  7  I  1  1  1  I  71
I  TOTAL  EXPENSES  I  87  1  502  I  44  I  49  1  45  I  29  I  7561
I  NET PROFIT  (LOSS)  |  42  (42)1  (68)  I  (8)  I  (27)  I  (8)  I  (S)  I  (77)1
BSALANCE  SHEET  MOVEBENTS:  I  |  |  I  I  I
INtCREASE  (DECREASE) IN:  I  I  I  I  I  I  i
I NET  FI  ASSESTS  V  TMENTS  I  183  I  56  I  BS  5  18  I  3171
I  I  ~  ~  ~~  ~~  ~~~  ~  ~~~I  I  I  I  I  i
IWORWING  CAPITAL  I  100  I  10  I  (2)  1  (5)  L  o
I  TOTAL  ASSETS  I  283  l  66  l  53  I  0  1  18  I  420!
IFINANCED  BY NET  INREASE (DEUASE)  IN:  I  i  I  I  l  l
I  SHARE  CAPITAL &RANTS  I  16  161  I  I  I  I  16
|  RETAINED EARNINOS/RESERVES  I  (48)  1  (8)  1  I  (7)  I  (8)  I  (71)!
OmE8ITR  IS  I  265  I  20  20  23  1i  7  I  26  121  3412
IFROVISIONS  s  5o  54  1  30  134 1  O
I  I _  _____  _____  ____  I  ……__  _  __  _  _  _  _I  …__  _  __  _  _  __  _  _I  ……__  _  __  _  _  _  _I…__  _  _  _  _  _  _  _  _I  …__  _  _  _  _I  X
TOTAL  FINANCINGC  283  I  66  I  53  I  0  s18  420  N;
CASH  FLOW  TO (FROM)  GOVEMT  (N): 
INCLUDINO  SHORTFALL  OF  REGULAR  MAINTeANCE  13
AS PFRCbNT  OF GOVERNMT  CtLRBT  REYVENE  (1984)  0.5
L.):
INCLUDINC SHORTFALL  OF REGULAR  MAINTENANCE  20  N)
AS  PERCENT  OF GOVER1ET  CURRNT REVENJE (1984)  0.9
Notes:  (a)  Figures  for  roads  adjusted  to  1984 pri*es.TABLE A. 12  OVERALL  FPNANCIAL PERFORMANCE  OF THE PUBLIC TRANSPORT  SECTOR: ALOCFIA
__----___---___-----_-  _---____---  __--  _- ___-  __-  _  _- __-  --  __--  ___-_--  ___--  _- __--  __  __-_-  _-  _-  _-__-__-_-__
C Dinars,  million  )
I  ROADS  l  AIRLINES  JAIRPORTS  l  POS  ISHIPPINC  l  RAILWAYS  TOTAL  l
i  ~  ~  ~  ~~~I  I  I  I  ______…  w=___ 
|  1984  FROM  (TO)|  1.986  FROM  (TO)|  1986  FROM  (TO)|  1986  FROM  (TO)I  1986  FROM  (TO)1  1986  FROM  (TO)I l
COVT  I  COYT  I  COVT  I  COVT  I  COVT  t  OVT  l  l
IPROFIT & LOSS ACCOLNT:  t  I  I  I  I  t  l 
l~~~~~  ~~  ______  _______  I  I  I  I 
IREVeNJE  I  8S130  t  3,202  1  322  i  1,312  2  1.722  1  1,286  1  15,974  1
of  which Govt'  subsidies  I  I  I  I  I  I  238  l
IWORKING  EXPENSES  5  5,240  I  2,680  1  275  1  1,106  1  1,765  1  1.630  1  12,696
l  of  which  taxes  l  I  (120)1  (41)1  1  (39)1  (168)l
IDEPRECIATION  I  I  344  I  41  I  100  I  123  i  269  l  877l
IFOREX A OTHH' PROVISIONS (CAINo)I  t  I  t  1  1
IINTEREST PAII  :NET  I  I  102  I  3  l e  181  l  186  472t
l  of  which  to Covt'  l  l  t  l  l 
ICORPORATE  TAX  l  t  39  (39)1  2  (2)1  l  lS  (18)1  59 l
ISHORTFALL OF RE.JMR  MAINTENANCEI  350  1  1  1  i  350  1
I  TOTAL EXPENSEES  5  5.90  I  3,165  I  321  I  1.206  |  2.087  1  2.085  I  14.454 1
I  t  __________________----  -----  ------------  __--  _-  - ------------------- _  -_  -------- ___-_-----l  ------------------  --  - - - - - - - - __  __  __  ___-____-_--____  --- _  _ 
I  NET PROFIT  (LOSS)  I  2,540  (2,640)1  37  |  1  t  106  1  (366)  1  (799)  1  1.5201
l  l  _____  ____  _  ___  ____-----------------  - ------------------ _  _  ------------------- _  - ------------------ _  - ----------------- _  - -------  _-_-_--  _-_-_----  _- _  __  _-_-_--  _-_-  _-
I)ALANCE SHEEr MOVEKBNTS:  I  I  I  I  I
INCREASE  (DECREASE)  IN  :  I  I  I  l  I
I NET FIXED  ASSESTS  A INVESTMTS  I  (109)  t  3  (103)  I  3.037  1  2,858  1
I  I  ~  ~  ~  ~  ~  ~  ~~  ~  ~  ~~I  I  I  II 
I  WORKING  CAPITAL  I  (197)  |  57  1  I  427  1  (650)  1  (363)1
I  TOTAL  ASSETS  I  (306)  I  90  I  0  324  |  2,387  l  2,495  l
IFINANCK  BY NET  INCREASE  (DECREASE) IN:  I  I  I  I  I  l
I SHARE  CAPITAL A  ORAITS  I  I  82  i  |  3  I  1,818  788  1.903  l
I  RETAINED  EARNINCS/RESERVES  I  (59)  I  (3)  |  |  (352)  I  1  (414)1
I  ~  ~  ~  ~  ~  ~  ~  ~  ~~I  I  I  I  I  i  I
DEBT  IN  TE4TS  |  (328)  |  (5)  |  |  673  i  569  I  909  1
PROVISIONS  81  16  97 
-------------------  I-------------------  I------------------  - -----------  I-----------------I---  - -------  I  I-----
I  TOTAL  FINANCINC  (306)  |  90  t  0  |  324  I  2,387  I  2.4951  _
CASH FLOW  TO (FROM) COVERNMENT  (a):
INCLUDINC SHOIRFALL OF RECU_AR  MADTBACE  2,556
AS PERC84T  OF  COVERNME1h1T  CRENT REVWJE  (1986)  2.8
ECCLUDIN0  SHORTFALL  OF RECALAR  MAINTENANCE  2,906
AS PERCENT  OF COVERNMENT  CLRRENT  REVeBE  (1986)  3.2
Notes:  (a)  Figures  for  roads adjusted  to  1986 prices.TABLE A. 13  OVERALL  FINANCIAL. PERFORMANCE  OF THE  K)WLIC TRANSPOIRT  SECrOR:  PAKISTAN
(  Rupee.,  mi II  ion  )
ftROADS  IAIRLINES  IAIRPORTS  I  PoRfTS  ISHIPPINr  I  RAILWAYS  ]ROAD TRANSPORT  TOTAL 
I1904/85 FROM  (TO)I  1987  ROM (TO)  I  18  FROM  (TO)I  1987  FRM (TO)I  1985  FROM  (TO)I  1987  FROM (TO)I 1984-6  FROM  (TO)I 
I  OGOVT  OVTOV  T  am  I  OV  Iy  GOVTr  G  ovT  I  covr 
IPROFrT  ALOSS  ACCOINWT:  IIIII
I  --------------------
IREV59ENUE  9,324  I  11,162  I  702  I  962  I2,451  I  4.921  I  661  I  30.183 
Iof  which Goyt'  subsidies  IIIIIII
I  - I~~~~~~~~~~~~------  ------  ------  ------  ------  ------  -------
IWORKINO  EXPENSES  j3,895  9,009  I  1,046  I2,163  4,835  934  j  21,882 
I  of  which  taxesI  IIIII
IDEFRECIATION  I  1,373  182  I  138  936  46  I  2,6731
IFORM A.  OTHER  PROVISIONS  (GAINS)I  (473)  I  46  I  (427)1
IINTEREST PAID  :NEr  471I  157  1  137  I  482  152I  1,3991
I  of  which  to  ooyt' 
ICORPORATE  TAX  II  6  I  IS
1IS&ORTFAL~L  OF REOJLAR  MAINTENANCE1  4,105  III  II  4,103 
I  TOTAL  EXPD4SES  I8,000  I  10,580  I  248  I  1,388  2,442  I  6,253  I  1,178  I  29,886 
N  Er PROFI11(LOSS)  I  1,824  (1,824)1  782  I  484  I  (423)  I  9  I  (1,332)  I  (517)  1  2971
IMALANCE  SHEEr  MOVEMENTS:  IIIIII
IINCREASE  (DECREASE)  IN :II1  I1
I NETFrXEDASSESTS  AINVESTMeJS  493  II  27  1  2  I  1,740  I  10  1  2.2721
IWOW~ING  CArTIAL-  (207)  I  (332)  1  246  1  (692)  I  (137)  1  (1.12)
I--  - - - --  - - - -I--  - - - --  - - - -I--  - - - --  - - - -I--  - --  - - --  - -I--  - - - --  - - - -I--  - --  - - --  - -I  …-  - - - -
I  TOTAL  ASSETS  I  286  1  0  I  (.305)  1  248  1  1.048  I  (127)  1  1,150
IFINANCEDBY  NEr INCREASE  (DECREASE)  IN:  I  I  I  I  III
I  SHARE  CAPrTAL  iORANS  301  (a)  I  I  82  I  289  2691  670  6701  262  I  1.5741
IRErAINED EARNINGS/RESORVES  I  780  II  (428)  I  9  I  (619)  I  (439)  I  (597)1
IDEBTrINSTRIASITS  I  (W0S)  II  41.  (20)  I  897  50  I  1631
PFROVISIONS  I  10  I  II  101  rD  D
I  TOTAL  FINANCING  I  288  0  I  (308)  I  248  I  1,048  I  (127)  1  1,1801  w
CASH FL-OW  TO (FROM)  GOVERNMET:0
ZWCLLDING SHORT'FALL  OF REMA.AR MAINTERENCIE 
"
AS PERCENT OF OOVB.WJt  O..M2l  ReOak4e (1984/85)  0.6
INCLLODINS  SHORTFALL  OF  REQ.LAR  MAINT~DS4C  4,552
AS PORCEN  OF  GOVER*iEN  0JRRENT  RtEVB4J  (1984/88)  6.0
Notes: (a)  Share capital increased  as  a result  of a  bonus share issue.
(b)  Figures  for  airlines,  ports  and railways  adjusted to 1988 prices.TABLE A. 14  OVERALL  FINANCIAL  PERFORMANCE  OF THE  PUBLIC TRANSPORT  SECTOR: TUNISIA
(  Dinars  '000  )
ROADS  I AIRLINES  IAIRPONTS  PORTS  ISHIPPING  I  RAILWAYS  I  TOTAL  I
~~~~~~~~~~~~~~~~~=I  c= e=us:===__III___I_==___  2==t  =  IeI==  __  _  =1s______  I  =_  =  I
I  1985  FROM (TO)l  1986  FROM  (TO)I  1986  PROM  (TO)j  1985  FROM  (TO)I  1986  FROM  (TO)I  1986  FROM  (TO)I
l  GOVT  l  COVT  lVT  COYT  GOVT  I  COVT  I  COVT  l  COVT
|  srG==o=-ee==ws=c===  I  =_CI;tl~  =  ===2  -==_t  =e=_=t  I 1  ____=t===S  I e=-~====s==_  |  …~  ==  =-  I
IPROFIT  A LOSS  ACCOUINT:  I  I  I  I  I  l 
---------  -- - ---
REVeNJE  I  83,300  167,249  I  20,379  I  17,757  I  68,836  I  85,004  I  442,525  I
oIf which Govt'  subsidies  I  I  I  l  i  15,417  l
I  I  _________  I  __ _ _ _ _I  _  _ _ _ _I_  _ _ _ __i_  _ _ _ _  I  __ _ _ _ _I  …__  _ _ _ _I
IWORKIN EXPENSES  54,200  l  132,968  I  15,038  l  11,402  I  57,884  l  68,104  l  339,596  l
;  of  which tax.  ;  (21,306)1  (1,245)1  (1,613)1  (29)1  (2,866)1  l
IDEPRECIATION  I  I  29,205  I  4,331  I  3,050  I  7,557  I  19,400  I  63,S43
IFOREX  A OTHER  PROVISIONS  (GAINS)  l  I  5,791  1  (94)  i  3.383  I  779  1  |  9,859
INTEREST  PAID :NET  r  I  982  581  I  870  I  3,452  l  3,350  j  9.235j
1  of  which  to  Goet'  I  I  I  I
ICORPORATE  TAX  I  I  I  I  j  I  |  O
ISHORTFALL  OF RECLAR  MAINTENANCEI  6.700  I  |  I  I  I  i  6,700
;  TOTAL  EXPENSES  I  60,900  I  168,946  I  19,858  I  18,705  I  69,672  l  90,854  l  428,933  I
I  NET  PROFIT  (LOSS)  I  22,400  (22,400)1  (1,697)  i  523  I  (948)  I  (836)  i  (5M850)  j  13,592  I
ISALANCE  SHEET  MOVEMENTS:  |  i  I  I  i  I
I------------------------ 
IINCREASE  (DECREASE) IN  :II
I  NET  FIXEt  'SSESTS  k  INVESTMENTS  I  208  I  (1,265)  I  23,015  1  (4,600)  I  12,672  1  30.030  I
j  WORKING  CAPITAL  |  21,555  j  2,458  j  (10,163)  j  8,056  i  (10,453)  j  11.453  j
j  TOTAL  ASSETS  I  21,763  I  1,193  |  12,852  I  3,456  I  2,219  j  41.483  j
IFINANCED BY NET  INCREASE  (DECREASE) IN:  I  I  I  I
I  SHARE  CAPITAL  A CRANTS  l  20,613  I  908  l  18,391  1  I  830  I  40.743  j
|  RETAINED EARNINGS/RESERVES  I  2,321  I  755  |  (17,252)  |  1,770  I  5,539  I  (6,867)1  x1  D
DEST  INSTRUMENTS  (6,962)  I  I  II  I 
DEBdT  INSTRIONTS  I  (6,962)  I;  (376)  |  8,330  I  90'6  I  (4,150)  1  (2,252)1  ol  g  :5
I  I  II  I  I  fD
PROVISIONS  I  5.791  1  (94)  1  3,383  I  779  1  1  9,859  j  X
I-------------------  I----------  - ____ I-------------------  I--  ---------  I---  - ___________-  I  …  ------  I-W
|  TOTAL  FINANCING  21,763  I  1,193  |  12,852  ;  3,456  I  2,219  ;  41,483  ;  1
CASH FLOW  TO (FROM) GOVERNMENT  (a):
INCLUDING SHORTFALL  OF REGUAR MAINTA  EANCE  35387
AS  PERCENT  OF COVERNMENT  CLRRENT  REVEME (1986)  1.8  5,
INCLUD.NG SHORTFALL  OF REGULAR  MAINTENANCE  42.087
AS  PERCENT  OF GOVER>E4T CURRENT  REVENIE (1986)  1.9
Notes:  (a)  Figures  for  roads  and  ports adjusted  to  1986  prices.PP!R  Waeri  P=agries-
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